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BIO@Z]%&&M%M Volume Obligations for 2014 and 2015

Bidrnfass-based Diesel & Advanced Biofuels

Since 2005, the Renewable Fuel Standard (RFS) has required a minimum volume of renewable fuels to be blended
into the U.S. fuel stream. Starting in 2010, under the RFS2, a growing component of that requirement is for
Advanced Biofuels, fuels that the EPA has determined reduce greenhouse gas emissions by at least 50 percent.
Within the Advanced Biofuels category, there is a nested requirement for Biomass-based Diesel (BBD or D4 RINs).
Filling the Biomass-based Diesel pool within the Advanced category are biodiesel and renewable diesel. And
because they qualify generally as Advanced Biofuels, biodiesel and renewable diesel are also eligible to fill part or
all of the broader Advanced (D5 RINs) and conventional biofuel categories (D6 RINs).

In 2014 the industry is seeking an RVO for BBD of 2.0 Billion Gallons and an Advanced Biofuels program at 3.5
Billion RINs: Specifically, we believe the Administration should propose a 2014 Biomass-based Diesel
requirement of at least 2 billion gallons. This would represent a modest, sustainable increase of just over 300
million gallons from projected 2013 production — an increase of just 18% over current levels (in 2013 EPA
increased the Biomass-based Diesel program by 280 million gallons — a 28% increase from 2012 production
levels).

To date, the biodiesel industry has exceeded the

2012 Advanced Volume Requirement Biomass-based Diesel category in every year of the
2 BG program. Last year, for the second year in a row the
Other biodiesel industry produced more than 1.0 billion

13%

gallons — more than the RFS requirement and
enough fuel to fill 87 percent of the entire Advanced
category. In fact, with some 200 registered plants
across the country, biodiesel is the first EPA-
designated Advanced Biofuel with commercial-scale
production nationwide, and the first to reach 1
billion gallons of annual production. Based on year-
to-date production and industry estimates, biodiesel

g;‘;ﬁ“"-‘ﬁ’ is again on track to exceed its minimum volume
. |

requirement as well as fill most of the Advanced
requirement in 2013.

Cellulosic (D3, D7) 6 MG

Biodiesel (D4) 1.28 BG 1.7 BG *2.5B
Advanced (D5) 2.75 BG

Conventional (D6) 13.8 BG

Total 16.55 BG

Source: EPA. Volumes are ethanol-equivalent gallons, except biomass-based diesel which is actual.
*One biodiesel gallon generates 1.5 RINs; so 1.7 billion gallons of biodiesel equals 2.55 billion RINs

According to EPA, the volumes in column 1 “are the minimum that would need to be consumed in the U.S. in
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2013. Insofar as excess volumes of cellulosic biofuel or biomass-based diesel were to be consumed, they would
count towards the advanced biofuel and total renewable fuel volume requirements.”

The biodiesel industry’s growth is an incredible success story that is stimulating investment and job creation, and
the RFS is a critical component to that success. We believe that, over its short tenure, the RFS has been among the
most effective public policies in recent history for stimulating domestic energy production, and the biodiesel
industry has no greater priority than strengthening the RFS.

What was Congress’ original and the Administration’s current intent behind the RFS?

Bring Advanced Biofuels to the marketplace (including biodiesel, renewable diesel and cellulosic fuels)
Improve U.S. energy security by diversifying fuel supplies

Reduce lifecycle greenhouse gas emissions

Create sustainable jobs

Benefit consumers

Hhoamoth; B B

Biodiesel — Achieving the Original Goals of the RFS:

US Biodiesel Production -

2011, 2012 and 2013
. Operating RFS .

Billion Gallons
[

2005 2006 2007 2008 2009 2010 2011 2012 2013

Source: National Biodiesel Board

e Bringing Advanced Biofuels to Market: With plants in nearly every state in the country, biodiesel is the
first Advanced Biofuel to reach commercial-scale production nationwide. The industry’s growth is
stimulating and often financing the development of new technologies and feedstocks. Additionally, the
industry is paving the way for other fuels by proving that Advanced Biofuels can work today in a practical,
economical way to play a meaningful role in the nation’s energy mix.

Historically, the biodiesel industry has exceeded the minimum requirement under the RFS, producing
more than 800 million excess biodiesel (D4) RINs since 2011 and carrying forward nearly 300 million

excess (D4) RINs from 2012 to 2013. Additionally, because of its increased energy content, one gallon of
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biodiesel counts as 1.5 RINs. Therefore, increased biodiesel production has given obligated parties a
number of options, including the ability to use those excess gallons and biodiesel RINs to help fill their
Advanced (DS) or Conventional (D6) fuel requirements. In other words, a biodiesel gallon can be used to
fill 1.5 ethanol gallons under the RFS and can, among other things, help delay blendwall concerns by
helping fill the Conventional (D6) requirement with biodiesel.

Improving U.S. Energy Security: Since 2005 biodiesel has displaced more than 5.3 billion gallons of
imported diesel fuel. The biodiesel industry is increasing domestic energy production, diversifying our fuel
supplies and expanding domestic refining capacity so that we’re not so vulnerable to global oil markets
and the associated refining bottlenecks. This improves U.S. energy security because no matter how much
oil we discover domestically, consumers will continue to be at the mercy of heavily manipulated global
petroleum prices until we have diversity in the fuels market.

Reducing Greenhouse Gas Emissions: The EPA has determined that biodiesel reduces lifecycle
greenhouse gas emissions by 57 percent to 86 percent compared to petroleum diesel. With some 5.3
billion gallons used since 2005, biodiesel has reduced lifecycle greenhouse gas emissions by 85.6 billion
pounds — the same impact as removing 6.2 million passenger vehicles from America’s roadways. In 2013,
we are on track to displace another 1.6 billion gallons of diesel fuel and reduce greenhouse gas emissions
by another 25.7 billion pounds. Additionally, the EPA consistently cites tailpipe emissions from traditional
diesel — primarily from older trucking fleets and other heavy-duty vehicles — as a major national health
hazard. Substituting higher amounts of biodiesel for traditional diesel fuel is the simplest, most effective
way to immediately reduce diesel emissions.

Creating Jobs: The biodiesel industry is supporting more than 50,000 jobs nationwide, and that impact
will only improve with continued growth in the industry.

80,000 — —— i T 74118
70,000 Pfi?duction . : — -
(Billion gallons) 62,421
2013:1.3 :
60,000 ; === 2014: 1.6 i
2015:1.9
50,000 |
40,000
30,000
20,000
10,000
0

2009 2010 2011 2012 2013 2014 2015
= Employment (Jobs) = Income (Mil 20095)

Source: Cardno Entrix: Economic Impact of Rémoving the Biodiesel Tax Credit for 2010 and
Implementation of RFS2 Targets Through 2015. June 8, 2011.

Helping Consumers: Biodiesel is traded as a commodity, like a barrel of oil or a gallon of #2 diesel fuel or
heating oil. With the help of the RFS, fuel distributors are purchasing biodiesel at a lower price than
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petroleum diesel, resulting in estimated consumer savings of $120 million in 2013. Consider these
independent third-party statements:

® Navy Secretary Ray Mabus, Testimony before U.S. House Armed Forced Committee, April 16,

2013: “This past year the Navy purchased a B20 blend (80 percent conventional/20 percent
biodiesel) for the steam plant at the St. Julien's Creek Annex, near Norfolk, VA. The cost of the
B20 is 13 cents per gallon less expensive than conventional fuel, and is projected to save the
facility approximately $30,000 over the 2012-2013 heating season.”

®* Gadsden, Ala., Mayor Sherman Guyton on the city saving about $100,000 annually in fuel costs

and taxes by switching much of the city’s fleet to 20 percent biodiesel blends: “We are being

kinder to our environment, we are saving money and we are reducing our dependence on foreign
oil. There’s no downside. It's a win, win, win situation.” (Gadsden Times - May 30, 2013).

* Michael Whitney, Love’s Travel Stops/Musket Corp.: “Over the course of the past year delivered

biodiesel prices have been lower than diesel prices. Accordingly, wholesale marketers of diesel
have been able to offer biodiesel blends at the rack at a discount to clear diesel (diesel without
biodiesel). These discounts have varied over the course of the year from as little as $0.0025 (1/4
of a cent) to as much as 4-5 cents per gallon.”

Future Volumes and Administrative Decisions:

Biomass-based Diesel New Production Records in 2013; For the first half of 2013, the biodiesel and renewable
diesel industries have set new production records of 701 million gallons produced, generating 1.059 billion RINs.

~ Million Gallons

129 125

140

147

Projected Annual Production of Biomass-based Diesel = 1.7 billion gallons: Based on historical trends and
current market conditions, we anticipate average monthly production of approximately 160 million gallons, or 960
million gallons total, for the second half of the year. That would put 2013 annual production at 1.66 billion
gallons. Because of biodiesel’s high energy content and 1.5 RIN value per gallon, that translates to more than 2.5
billion RINs. This represents responsible, sustainable growth that would significantly exceed the 2013 Biomass-
based Diesel requirement of 1.28 billion gallons and would fill the majority of the 2013 Advanced Biofuel

requirement of 2.75 billion gallons.

D5 RINs to Generate More Than 500 MG: Separately, during the first half of 2013, 4 million gallons of biogas, 9.7
million gallons of other advanced fuels, and 222 million gallons of sugar cane ethanol have generated an
additional 242.5 billion Advanced Biofuel RINs. Assuming 45 million gallons of these additional Advanced RINs per
month for the remainder of the year (270 million total) the total D5 RINs generated in 2013 would be 512.5

million.

Projected Annual Production of Advanced Biofuels = 3.035 billion RINs: This level of production would put total
Advanced Biofuels RIN generation for 2013 at 3.035 billion RINs. EPA set the 2013 Total Advanced requirement at
2.75 billion RINs. At this level, the Advanced Biofuel program would generate approximately 285 million

additional RINs in 2013.

Smaller Volumes Will Hurt Industry: We are concerned about RFS volume standards in the coming years
retreating from this level and are calling on the Administration to maintain strong yet reasonable Advanced
Biofuel and Biomass-based Diesel requirements that reflect market realities based on current and historical
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market data.

2014 RVO for BBD of 2.0 Billion Gallons and Advanced Biofuels at 3.5 Billion RINs: Specifically, we believe the
Administration should propose a 2014 Biomass-based Diesel requirement of at least 2 billion gallons. This would
represent a modest, sustainable increase of just over 300 million gallons from projected 2013 production — an
increase of just 18% over current levels (in 2013 EPA increased the Biomass-based Diesel program by 280 million
gallons — a 28% increase from 2012 production levels).

Additionally, while we understand the need to reconsider future overall Advanced volumes taking into
consideration the production shortfalls in other areas, we believe a strong Advanced Biofuels volume of at least
3.5 billion gallons should be considered for 2014.

¢ 2014 Jobs Scenarios: The industry has the potential to support more than 10,000 additional jobs by
increasing production to some 2 billion gallons:

1.28 Billion Gallons 50,725

1.6 Billion Gallons 62,421
1.9 Billion Gallons 74,118

* Greenhouse Gas Emissions: In 2014, we have the potential to reduce greenhouse gas emissions by an
additional 32.4 billion pounds by increasing the Biomass-based Diesel program to 2.0 billion gallons.

1.28 Billion Gallons 20.7 Billion Lbs.

1.7 Billion Gallons 27.54 Billion Lbs.
2.0 Billion Gallons 32.4 Billion Lbs.

The U.S. Court of Appeals for the District of Columbia Circuit Provides EPA authority to maintain the "Advanced
Biofuels" program of the RFS even if the "Cellulosic Biofuels" program is reduced: On January 25, 2013, the U.S.
Court of Appeals for the District of Columbia Circuit rejected a challenge by the American Petroleum Institute to
reduce the Advanced Biofuels volume requirement under the Renewable Fuel Standard (RFS). The National
Biodiesel Board intervened in the case in defense of the EPA and the RFS, particularly on the advanced biofuels
requirement.

The case involved the 2012 standards, and the court clarified two issues related to the RFS:

* It upheld EPA's authority to maintain the "Advanced Biofuels" program of the RFS, even if the "Cellulosic
Biofuels" program is reduced; and

¢ It determined that the EPA has the authority to set the cellulosic program at a reasonable volume so long
as EPA's determination of the volume requirement is adequately grounded.

On the cellulosic component, the court ruled that the EPA has the authority to establish reasonable cellulosic
requirements but vacated the specific 2012 volume, ruling that the requirement was not sufficiently grounded in
facts regarding expected production.

! ECONOMIC IMPACT OF REMOVING THE BIODIESEL TAX CREDIT FOR 2010 AND IMPLEMENTATION OF RFS2 TARGETS THROUGH 2015, Prepared for the
National Biodiesel Board by John M. Urbanchuk, Cardno ENTRIX Technical Director, June 8, 2011,
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Specifically we believe the EPA can readily make an “adequately grounded” case for an RVO of more than 2.3
billion gallons (3.45 billion RINs) based on the 4.7 billion gallons of biodiesel and renewable diesel production
capacity registered with the EPA. EPA can also make a relevant projection of more than 500 million gallons of
sugarcane ethanol imports. This “adequately grounded” total is more than the minimum 3.75 billion gallons
required in statute for Advanced Biofuels.

Additional highlights regarding points of concern:

* Feedstock Prices Have Decreased Since 2008: The NBB has kept track of daily SBO? prices beginning on
January 2, 2008 through August 19, 2013. In 2008, SBO prices maxed at 67.82 cents per pound on March
3. On August 19, 2013 SBO prices settled at 42.97 cents per pound. In 2008, the biodiesel industry
produced some 691 million gallons. In 2013 the industry is on track to produce nearly three times the
volume at 1.7 billion gallons. The industry is well positioned and equipped to add at least 300 million
gallons to current volume levels,

¢ EPA Registered Capacity for Biodiesel and Renewable Diesel is 4.7 billion gallons.

* Ethanol Blend Wall: The blend wall, which hinges on the market’s ability to consume ethanol sold in
blends greater than E10, is a conventional biofuels issue. Biodiesel and renewable diesel do not contribute
to the blend wall nor do they face a similar restriction.

* Volatile RIN market: Recent High RIN Prices due to ethanol blend wall concerns have become an issue for
conventional biofuels. Biodiesel and renewable diesel RINs can be used to fill up to three compliance
categories for obligated parties; therefore, when conventional RINs increase in value, then biodiesel and
renewable diesel RINs increase in value too. However, it has become clear that the fuels marketplace
adjusts for these prices and that RINs prices have little impact on consumers because when RINs prices
rise there is a corresponding decrease in wholesale fuel prices. Additionally, the petroleum industry’s dire
projections about RINs prices are severely flawed.

o For example, the American Petroleum Institute’s NERA study analyzes two baseline models for
biodiesel: one at 700 million gallons; and the second at 1.0 billion gallons — in other words, they
cap biodiesel production at 1.0 billion gallons in each year after 2012. The NERA biodiesel
baseline economic assumptions dramatically underestimate the volume of biodiesel available in
the marketplace (projection for 1.7 billion gallons in 2013). In doing so, it predicts a “short” RIN
market for biodiesel each year of production after 2012. This causes the model to improperly
escalate RIN prices and diesel exports in order to comply with the requirements of the programs.
The biodiesel industry has demonstrated in each of the three years under RFS2 that it can meet
and exceed RFS requirements.

* Renewable Fuels Program is a "Zero-Sum Game": “Meanwhile, Phil Verleger, a veteran oil economist,
said that the federal renewable fuels program is a "zero-sum game" despite the skyrocketing RINs

* Soybean oil prices.
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expenses reported by refiners and impact on operating incomes. He said that refiners must buy RINs
from firms that blend ethanol into gasoline. The RINs cost is included in the price paid by U.S. gasoline
consumers. The marketers obtain RINs when they buy ethanol for blending. Their ethanol cost is reduced
by the RIN value and the savings are passed on to consumers because retail fuel markets are very
competitive, Verleger said. In simple terms, a blender pays 10cts/gal more for the petroleum blend-stock it
buys from refiners than it would if the renewable fuels program were abolished, he said. At the same time,
the blender's ethanol cost is reduced 10cts/gal. On net, the renewable fuels program is a wash. Further, it
would remain a wash even if RIN cost rose, Verleger said.”

Source: http://www.opisnet.com OPIS Ethanol Updates. BIOFUELS UPDATE: ***Special Report:

Valero Seen Biggest Loser in RINs; BP Surprise Winner; 2013-08-07 03:59:42 EDT

Impacts on livestock/feed prices: Even as biodiesel has reached record production this year, it has
significantly diversified its feedstocks and is having a positive impact on a variety of sectors including
livestock, restaurants and even municipal infrastructure. First, the most commonly used feedstock for
making biodiesel, soybean oil, which accounts for about half of U.S. production, is currently trading at 42
cents per pound, down 16 percent from the 2008 average of 50 cents per pound — other feedstocks are
trading at lower prices. Biodiesel production using soybeans uses only the oil (18% of the soybean),
helping hold down the cost of the protein-rich meal that is used in livestock feed. This has led to groups
such as the National Pork Producers Council supporting biodiesel production. Additionally, biodiesel’s
increased use of recycled cooking oil has helped increase demand and increase revenues for restaurants,
while also helping keep cooking oil out of our sewer systems, landfills and waterways, preventing costly
infrastructure repairs. Similarly, biodiesel production from rendered animal fats has increased the value of
livestock producers by $10.00 a head for cattle, $1.25 for hogs and 30 cents for chicken and turkey.

Engine Compatibility: This is a conventional biofuels issue. Advanced Biofuels, such as biodiesel and
renewable diesel have no engine compatibility issues. Biodiesel is used in existing diesel engines without
modification. All major engine manufactures support biodiesel blends up to 5% and the majority support
20% blends.

Perceived U.S. Energy Security: Some believe that increased domestic production of petroleum has
reduced or eliminated the need for alternative fuels. However, despite significantly increased domestic
oil production, consumers continue to face rising fuel prices. Because oil is a globally priced commodity
with a price that is heavily influenced by geopolitical issues beyond our control, we will continue to see
rising and volatile fuel prices until we diversify the supplies with alternatives to petroleum. The RFS is as
important today as it was in 2005.

EPA should establish a two-year program (2014 and 2015) for Biomass-based Diesel and the Advanced
Biofuels categories of the RFS: In the proposed 2014 proposed rule for the RVO we encourage EPA to lay
out a two-year program for both Biomass-based Diesel and the Advanced Biofuels category. At the least,
we encourage EPA to seek comment from stakeholders on a two-year proposal. The Biomass-based
Diesel Category should be set at a 20% increase from the RINs generated in 2014 and the Advanced
Category should be set at an amount equal to the RIN value of the 2015 Biomass-based Diesel category,
as described herein, plus an EPA projection for other advanced and cellulosic biofuels. We anticipate the
volume number would be greater than the 2014 RVO for Advanced Biofuels, but lower than the 2015
statutory number of 5.5 billion gallons.
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National Biodiesel Board

2014 RVO - EPA Major Points
1. EPA Statement on 2014:

a. Given these challenges, EPA anticipates that in the 2014 proposed rule, we will propose adjustments to
the 2014 volume requirements, including to both the advanced biofuel and total renewable fuel

categories. We €

fiate: EPA believes that the statute provides EPA with the authorities and tools needed to
make appropriate adjustments in the national volume requirements to address these challenges. We are
currently evaluating a variety of options and approaches consistent with our statutory authorities for
use in establishing RFS requirements for 2014. We will discuss these options in detail in the forthcoming
NPRM for the 2014 standards and expect to utilize the notice and comment process to fully engage the
public in consideration of a reasonable path forward that appropriately addresses the blendwall and
other constraints,

Question: Please provide us with background on the current process and thinking of EPA regarding this
plan.

2. New Baseline is 2.0 billion gallons o
Gene Gebolys, World Energy —Explain the current mja;két and expectations for 2013

D4 RINs =1.7 &

Impact of D6 biodiesel RINs on the program .

Tax credit only producers. ,

o0 oo

3. Cost of Biodiesel Production
Martin Beirne, Green Earth Fuels - -:""\
Gary Haer, REG \...--"f
Todd Ellis, Imperium Renewables

Jim Conway, Darling International

a0 oo

4. Cost of Biodiesel compared to the cost of #2 Diesel
a. Michael Whitney, Musket Corporation

5. Impact of Imports on the Program
a. Gene Gebolys, World Energy

6. Feedstock Availability / Plant Capacity
a. Jim Conway, Darling International
b. LMC Study
c. Rendering Report
d. REG Study on Domestic Feedstocks

7. Economic Modeling
a. John Kruse, WAASE

8. Benefit and Cost Analysis

a. Why is there a cost to the program?
i. 1.28, 1.7, and 2.0 all cost the same — why does that cost get allocated to biodiesel?
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9. What does the biodiesel industry lose if EPA and the Administration proposes a number lower than 2.0?
10. What is the impact of the biodiesel tax credit on production in 20147

11. Question to EPA: What impact does the ethanol blend wall have on the use of biodiesel or renewable diesel in
the marketplace?

12. What infrastructure issues does EPA need to address if biodiesel is in the 2.0 billion gallon range?
13. Proposing a Range for Biomass-based Diesel

a. 1.7-21

b. Logic: In September or October, EPA can predict that the volumes of Biomass-based Diesel for 2013.
The volume will be approximately 1.7 billion gallons, which is 400 million gallons more than the
minimum requirement of 1.28. At the least, the industry is prepared to continue to produce at 1.7
billion gallons but has the capacity and the feedstock to produce in much greater quantities. Therefore,
a Biomass-based Diesel requirement of at least 2 billion gallons is very achievable. This would represent
a modest, sustainable increase of just over 300 million gallons from projected 2013 production — an
increase of just 18% over current levels (in 2013 EPA increased the Biomass-based Diesel program by
280 million gallons — a 28% increase from 2012 production levels).

We encourage all stakeholders to comment on the p_rp'é and cons of either a 1.7 or a 2.0 billion gallon
program, or some other number in between. '

L,

14. The U.S. Court of Appeals for the District of Colum__b‘ié Circuit provides explicit authority for the EPA to maintain
the "Advanced Biofuels" program of the RFS, even if the "Cellulosic Biofuels" program is reduced.

15. Discussion: Biomass-based Diesel requires |ts own program within the Advanced Program

16. What impact does the API, AFPM waive request have on the program?

EIA Data: 2011 2012 2013 2014
Consumption (million barrels per day)

Motor Gasoline 8.75 8.70 8.69 8.67
Distill: 3.90 3.74 386 B3i88
Jet Fuel 1.43 140 140 140

Total Consumption 18.95 18.55 18.69 18.70
2013 = 59.17 billion gallons
2014 = 59.48 billion gallons
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To: Korotney, David[korotney.david@epa.gov]
From: Lindsay Fitzgerald

Sent: Tue 5/5/2015 3:35:52 PM

Subject: Read: Import and Export data

Your message
To:

Subject: Import and Export data
Sent: Tuesday, May 5, 2015 3:36:29 PM (UTC) Monrovia, Reykjavik

was read on Tucsday, May 5, 2015 3:35:52 PM (UTC) Monrovia, Reykjavik.
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To: Lie, Sharyn[Lie.Sharyn@epa.gov]; Ramig, Christopher{Ramig.Christopher@epa.gov]; Shelby,
Michael[Shelby.Michael@epa.gov]; Argyropoulos, Paul[Argyropoulos.Paul@epa.gov]; Hengst,
Benjamin[Hengst.Benjamin@epa.gov]; Korotney, David[korotney.david@epa.gov]

Cc: Anthony Hulen[Anthony.Hulen@REGI.com]; Larry Schafer[lschafer@biodiesel.org]; Jonathan
W. Hackett[Jonathan.Hackett@REGI.com]; Lindsay Fitzgerald[lfitzgerald@biodiesel.org];
aweber@marciv.com[aweber@marciv.com]; John Kruse, PhD (jkruse@waees-lic.com)[jkruse@waees-
llc.com]; Owen Wagner (owagner@Ime-dc.com)[owagn er@Iimc-dc.com]; Kavaler Andrea (akavaler@ime-
ny.com){akavaler@Imc-ny.com]; jurbanchuk@gmail.com(jurbanchuk@gmail.com]

From: Larry Schafer

Sent: Tue 9/10/2013 2:46:00 PM

Subject: Background Information for Today's Biodiesel Meeting

Biodiesel Feedstocks and Competing Demand For Feedstocks (Reduced Advanc... xIsx CJ_L‘(

ABF Economics Waste Grease and Oils Study FINAL docx Tyt A.\S} el

LMC_NBB Current and Future Supply of RFS2 Q and non-Q oils.pd lk
Global Renedering Information 2012 (April 2013).pdf ED-000%13 -
RVO Work Group Update Aug 2013.pptx$ \_\

3¢5 00000 144

22

David, Sharyn, Christopher, Michacl, Ben and Paul:

For today’s meeting to discuss feedstock issues.

Attached are the following analysis — #1 is an updated spreadsheet from John Kruse.

We will have our entire team available to assist with your questions (listed below).

. John Krusc, WAASE - Biodicsel Feedstocks and Competing Demand for Fecdstock
(spreadsheet)

2. Owen Wagner -- LMC Global Feedstock Analysis

John Urbanchuk — ABF Economics Waste Grease and Oils Study

(%]

4. Global Rendering Information

5 Alan Weber\John Kruse: PowerPoint Presentation — RVO Workgroup Analysis from
August 2013

Thank you.
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Larry Schafer

National Biodiesel Board
0:202.737.8801

M: 202.997.8072

LSchafer@RBiodiesel.org

Biodiesel — America’s Advanced Biofuel!

www.americasadvancedbiofuel.com

1331 Pennsylvania Ave. NW
Suite 505

Washington DC 20004

From: Jonathan W. Hackett [mailto:Jonathan. Hackett @REGI.com]

Sent: Tuesday, September 10, 2013 9:23 AM

To: Lie, Sharyn; Ramig, Christopher; Shelby, Michael: Argyropoulos, Paul; Hengst, Benjamin
Cc: Anthony Hulen; Korotney, David; Larry Schafer

Subject: RE: Meeting Request

Also, Larry Schafer and Lindsay Fitzgerald from NBB will be joining as well and Jon
Cruse/Alan Webber will be calling in.

J.W. Hackett | Director, Federal Affairs & Policy
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Renewable Energy Group®(750 9th St., N.W. Suite 650 | Washington, DC 20001
(202) 349-2547 Washington, DC | (515) 239-8092 Ames. [A [ (202) 285-4755 Mobile
jonathan.hackett@REGI.com|/www REGI.com

From: Lie, Sharyn [mailto:Lie.Sharyn@epa.qgov]

Sent: Tuesday, September 10, 2013 9:11 AM

To: Jonathan W. Hackett; Ramig, Christopher; Shelby, Michael: Argyropoulos, Paul; Hengst, Benjamin
Cc: Anthony Hulen; Korotney, David

Subject: Re: Meeting Request

Jonathan,

We will be in WJC 6524 (formerly Aricl Rios North). Please call Pat Shaffer at 202-564-1103 or
Hattie Johnson at 202-564-9495 to be escorted up.

Sharyn

From: Jonathan W. Hackett <Jonathan.Hackett@REGI.com>

Sent: Monday, Scptember 09, 2013 10:27:48 AM

To: Lic, Sharyn; Ramig, Christopher; Shelby, Michacl; Argyropoulos, Paul
Cc: Anthony Hulen; Korotney, David

Subject: RE: Meeting Request

Good Morning,

Hope you all had good weekends. Quick question: do you know the room number for
Tuesday's meeting? Also, is it possible to have a call-in number for the author of our
study so that he can answer any questions you may have for him?

All the Best,

J.W.
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J.W. Hackett | Dircctor. Federal Attairs & Policy

Renewable Energy Group®/750 9th St.. N.W. Suite 650 | Washington, DC 20001
(202) 349-2547 Washington, DC | (515) 239-8092 Ames, [A | (202) 285-4755 Mobile
Jonathan.hackett@REGI.com|www REGI.com

From: Korotney, David [mailto:korotney.david@epa.qov]
Sent: Monday, September 09, 2013 8:01 AM

To: Jonathan W. Hackett

Cc: Anthony Hulen

Subject: RE: Meeting Request

The attendees from EPA will be those that | listed in my Sept 3 e-mail. Paul Machiele
will be out of the office and so will not attend.

You should confirm with the folks in DC regarding location.

I'had not planned on having a call-in number, but | can if you think that other REG folks
will not be able to attend in person.

From: Jonathan W. Hackett [mailto: Jonathan.Hackett@REGI.com]
Sent: Friday, September 06, 2013 5:08 PM

To: Korotney, David

Cc: Anthony Hulen

Subject: RE: Meeting Request

Good afternoon David,

Do you know the room #/tcleconference information? Also, if and when you can confirm
attendees it would be greatly appreciated.
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Hope you have a great weekend,

IW.

J.W. Hackett | Director, Federal Affairs & Policy

Renewable Energy Group®(750 9th St., N.W. Suite 650 | Washington, DC 20001
(202) 349-2547 Washington, DC | (513) 239-8092 Ames, 1A | (202) 283-4755 Mobile
jonathan.hackett@REGI.com|www REGI.com

From: Korotney, David [mailto:korotney.david@epa.qov]
Sent: Tuesday, September 03, 2013 11:32 AM

To: Jonathan W. Hackett

Cc: Anthony Hulen

Subject: RE: Meeting Request

I've scheduled you for Tuesday Sept 10 from 1:30 - 3:00. The primary folks in DC who
work in the agricultural markets area are listed below.

Sharyn Lie (lie.sharyn@epa.gov)

Chris Ramig (ramig.christopher@epa.gov)

Michael Shelby (shelby.michael@epa.gov)

Other attendees in DC may include Paul Argyropoulos; Michael Shell, and Ben Hengst.
In Ann Arbor, attendees will include myself, Dallas Burkholder, Bob Larson, and
possibly Paul Machiele.
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From: Jonathan W. Hackett [mai]to:Jonaihan.Hacken@REGl.com]

Sent: Tuesday, September 03, 2013 11:15 AM
To: Korotney, David

Cc: Anthony Hulen

Subject: RE: Meeting Request

Thanks for the quick reply after the holiday. Tuesday, September 10" works well on our end. If it
is ok, could we meet in DC and video teleconference with Ann Arbor since the bulk of the
personnel are in DC?

Regards,

JLW,

J.W. Hackett | Director, Federal Affairs & Policy

Renewable Energy Group®|750 9th St., N.W. Suite 650 | Washington, DC 20001
(202) 349-2547 Washington, DC | (515) 239-8092 Amgcs, 1A (202) 285-4755 Mobile
Jonathan.hacket@REGI.comjwww . REGI.com

"This message may contain confidential and/or privileged information. If you are not the addressee or
authorized to receive this for the addressee, you must not use, copy, disclose, or take any action based
on this message or any information herein. If you have received this message in error, please advise the
sender immediately by reply e-mail and delete this message. Thank you for your cooperation.”

"This message may contain confidential and/or privileged information. If you are not the addressee or
authorized to receive this for the addressee, you must not use, copy, disclose, or take any action based
on this message or any information herein. If you have received this message in error, please advise the
sender immediately by reply e-mail and delete this message. Thank you for your cooperation.”

"This message may contain confidential and/or privileged information. If you are not the addressee or
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authorized to receive this for the addressee, you must not use, copy, disclose, or take any action based
on this message or any information herein. If you have received this message in error, please advise the
sender immediately by reply e-mail and delete this message. Thank you for your cooperation.”
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T he many optimistic predictions that the world would
pull out of the economic slump in 2012 were not realized,
According to the International Monetary Fund, global output
fellfrom 3.9 percentin 2011 to 3.2 percent in 2012, Among the
developed nations, the United States (US) had the strongest
growth output, from 1.8 percent in 2011 to 2.3 percent last
year. Canada’s output dropped from 2.6 in 2011 to 2.0 in
2012 while Europe’s output declined by four percent last
year over 2011. The lethargic economies in the developed
nations finally spifled over to the developing nations where
growth in those regions fell from 6.3 percent in 2011 to 5.2
percentin 2012. In many ways, 2012 is a year of many things
we would like to forget, from the multiple tragedies at US
schools, horrific weather events, and protests over austerity
measures in Greece, to the US presidential election and the
uncertainties in the Middle East. On the upside, we were all
happy to learn that although the Mayan Calendar ended in
2012, the world did not.

Domestic Developments
Supply

A $10 Billion
US renderers continued to see downward pressure

Industr on their raw material supply last year. Cattle inventories

y remained low with slaughter down 3.3 percent from 2011 at
32.9 million head, although slaughter weights were up two
percent from 1,277 pounds in 2011 to 1,302 pounds last year.
Broiler slaughter was down slightly at 1.2 percent in 2012,
going from 8.6 billion head in 2011 to 8.5 billion in 2012.
Poultry slaughter has fallen well over five percent in the last
five years yet demand for the by-products continues to grow,
On a positive note, hog slaughter began picking up again last
year after a few years of declines, increasing 2.1 percent from
110.8 million head in 2011 to 113.1 million in 2012, although
slaughter weights remained unchanged at 275 pounds.

The United States reported another case of atypical
bovine spongiform encephalopathy (BSE) in April 2012, just
before the National Renderers Assaciation’s (NRA's) spring
meetings. There was little reaction in this country among
buyers; however, Indonesia closed the market for ruminant
meat and bone meal and the market remained closed at the
time of this writing.

Over time, renderers have seen the supply of raw material
decline due to many factors: the remaval of specified risk

, ; materials as regulated under the enhanced feed ban put
Vice President Iuiernaggn}:ilgl‘%‘;‘saﬁ; in place November 2009; |ess dea.d stock picked up due to
'\.iation:l[ Renderers Association the same rule; theft of used cooking oii; and the increased
i o . b

demand for edible offal for export. There is a preference In
many developing countries for edible products from the fifth
quarter. Asincomes rise in these countries, so has the demand
for products like tongue, liver, tail, brains, and chicken feet,
justto name a few. In fact, in China, these items sell for two to
three times the price in the United States. Rabobank reports
that this development is not short-term but a structural
change to the meat and by-product industries that companies

in these Industries need to take into account
Production and censumption data for the rendering
industry was traditionally reported in the US Census Bureau’s
: M311K - Fats and Oils: Production, Consumption, and Stocks
£ report. However, due to government cut backs, this report was
discontinued in July 2011. Hence, the data in table 2 of this

www.rendermagazine.com
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report was derived by NRA using historic relationships between
livestock production as reported by the National Agricuitural
Statistics Service and rendered product production. Yellow
grease production was derived by using the relationship
between yellow grease production as reported in A Profile of
the North American Rendering Industry by Informa Economics
(2011), and cooking oil consumption as reported by the US
Department of Agriculture (USDA).

Tallow production in 2012 is estimated at just over 2.2
million metric tons, down five percent from 2011. White
grease production that includes both lard and choice white
grease was up two percent from 580,700 metric tons in 2011
to 593,900 metric tons in 2012. Yellow grease production,
which includes but is not limited to used cooking olil, is
projected at 885,000 metric tons last year, down two percent
from 2011. Poultry fat production was 474,800 metric tons
in 2012, little change from the previous year. In total, the US
rendering industry produced over 4.2 million metric tons of
fatin 2012 valued at approximately $4 billion. Between 2007
and 2012, fat production fell nine percent by velume and
increased 48 percent in value.

Theft of used cooking oil from containers behind
restaurants continued to be a major constraint for renderers
in 2012. Used cooking oil theft cost the rendering industry
approximately $62 million dollars in lost revenue last year, not
to mention the cost of damaged containers due to theft. NRA
hired legal counsel in Washington, DC, and organized a grease
theft summit in January 2013 to discuss options regarding the
theft of used cooking oil.

Meat and bone meal production, which includes ruminant,
porcine, and mixed specie, was 2.2 million metric tons in 2012,
down half a percent from 2011. Poultry meal production
was nearly 1.2 million metric tons, down slightly from the
previous year, and feather meal production was 608,000
metric tons, nearly steady with 2011 estimates. Total protein
meal production was four million metric tons in 2012 valued

The total value of products produced by the rendering
industry last year, including products not in table 2, was
approximately $10 billion.

Demand
The rendering industry produces products for the feed,

pet food, energy, and oleochemical industries and demand
remained strong in 2012 from all sectors for both protein
meals and fats. However, high fat prices in 2011 along with
a weak global economy and a glut of palm oil depressed fat
prices toward the end of 2012,

Prices of animal fats and yellow grease were down across
the board with the exception of lard, Tallow declined 12
percent, choice white grease dropped nine percent, yellow
grease plunged 15 percent, and poultry fat fell 13 percent
over 2011. It must be noted that 2011 saw record high fat
prices so when comparing 2012 to 2010, prices still remained
strong. Animal protein prices on the other hand increased
well over 12 percent across the board. Ruminant meat and
bone meal reached 5429 per metric ton, a 14 percent increase
over 2011, while porcine meat and bone meal rose 20 percent
to $501 per metric ton. Feed grade poultry meal was up 13
percent to $539 per metric ton, and pet food grade poultry
meal increased by 16 percent, from $721 in 2011 to $834 in
2012. Feather meal prices saw the most dramatic increase,
going up 27 percent in 2012 to an average of $649 per metric
ton. Exports of feather meal were up by 43 percent in 2012,
which was the main reason for the dramatic price increase.

According to Alltech’s 2013 Global Feed Survey, the United
States produced 168.4 million metric tons of feed in 2012 from
5,251 active feed mills, up about two percent from 2011. The
largest segment of the feed industry was poultry, estimated to
be 86.8 million metric tons, followed by ruminant at 43 million
metric tons, and swine at 23.6 million metric tons. Although
aqua feed and pet food are relatively low at one million

at approximately $2.5 billion. Continued on page 13
Table 1. Average annual prices of select rendered producis, 2607-2012 {per metric ton)
% Change
Product (Location) 2007 2008 2009 2010 2011 2012 11/12
Fais
Beef tallow, packer {Chicago) $614 $753 $553 $737  $1,095 $963 -12
Choice white grease (Missouri River) §527 $729 $51 5657  $1,020 $926 -
Yellow grease {Missouri Rivar) $475 $604 $448 3577 $932 $788 -15
Poultry fot (Mid-south) $512 $709 3510 $428 $992 $864 -13
Edible iallow (Chicago) 's478 3840 3608 $775 31,176  $1,068 -9
Edible tallow (Gulf) ; $727 $751 3606 $787 $1,180  $1,034 <12
Lard {Chicago} ' §721 3445 3631 $849 $1,093  §1,279 17
Protein meals
Meat and bone meal, ruminent (Missouri River)  §249 3361 $368 3330 $375 $429 14
Msat and bone meal, porcine fMEﬁ”“ﬁ River) $262 $385 $400 $351 $419 $501 20
Blood meal, ruminant {Missouri River) 3648 $815 §752 $742 3861 51,018 18
Blood meal, porcine (Midwest) $740 $985 5884 $850 §950  $1,101 16
Poultry by-produdt meal (57% protein) 3340 3484 $460 3406 $475 $539 13
Poultry by-product meal (67% protein) (Mid-south) $539 $678 $690 5673 §721 3834 16
Feather meal {Mid-south} $327 $483 §539 3490 $513 3649 27
Source: The Jacobsen.
Render April 2013 11
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‘ruble 2. I.IS produdion, :onsumpﬁon, and expori of rendered producls, 2007—2012 (000 metric fons) _.

: : : e it s % Change .
Caiegory e s |1y S _".2008'- 5 2009 2010 - 2011 2012 11/12 !
Producﬂon ik e ey T R AR A T T e {
i 265777 .46

A2 2%
23

A g
Consumphnn

Feed, food, fatly acid,
carryover, other 3,049.1 3,077.9 2,921.3 2,314.8 2,253.7 2,609.9 15.8
Tollow 1,3462.0 1,395.3 1,485.4 1,299.6 1,451.1 1,539.7 4.1
VYellow grease 536.1 4562.0 430.4 208.9 132.4 264.2 99.5
White grease 526.2 561.3 547.5 379.7 303.8 408.4 34.4
Poultry fat 624.8 659.3 458.0 426.5 366.4 397.7 B.5
Methyl esther n/a n/a n/a 383.7 7589 - 7140 5.9
Tallow n/a n/a n/a 771 194.6 173.3 -11.0
Yellow grease nfa nfa n/a 110.7 213.6 278.1 30.1
White grease nfa n/a n/a 151.0 241.8 185.5 -23.3
Poultry fat n/a nfa n/a 449 108.9 77.1 -29.2
Subtotal 3,049.1 3,077.9 2,921.3 2,775.6 3,207.2 3,088.7 -3.7
-Animal protein meals 3,170.3 . 3,085.2 2,933.7 2,858.5 2,861.2 2,909.8 1.7
Feather meal 547.3 530.6 532.4 553.3 545.5 517.9 -5.1
Subtotal 3,717.6 3,615.9 3,466.0 3,409.8 3,406.8 3,427.7 0.4
Total 6,766.6 6,693.8 6,387.3 6,185.5 6,614.0 6,516.4 -1.5

; SV '5312 R
Aai T : : 1,999, 7. -1,891.8 ©.°2,170.2 - 1,9858 - 1,523.7 = -23.3
'Source Global Trade Aflas for ‘exports, US Enwmnrnenrul Ptulechon Agoncy for brothesal consumphon, un_d USDA/National Agriculiural Statistics
Service slaughter dola fo derive produchon 3 = s Sy AR S EE G e el
Nol‘s n/n = ncl‘ avcrlablc e .

Table 3. US annual livestock and poultry slaughter, 2007-2012 (thousand head)

% Change
Specie 2007 2008 2009 2010 2011 2012 11/12 !
Broilers/Mature chickens 9,035,620 9,075112 8,658,603 8,790,479 8,683,643 8,574,194 -1.2 '
Cottle 34,414 34,514 33,338 34,265 34,087 32,950 -3.3 ,
Hogs 109,278 116,559 113,618 110,257 110,860 113,152 2] |
Turkeys 264926 271,265 245812 242,619 246,844 250,192 1.4 ;
Source: USDA/National Agricultural Statlstics Service. 3 :
12 April 2013 Render www.rendermagazine.com |I
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Market Report Continued from page 11

and eight million metric tons respectively, their demand for
rendered products is quite strong, with pet food consuming
approximately 30 percent of all protein meals produced by the
rendering Industry. The feed industry has been the traditional
market for rendered proteins and fats, with energy from added
fat in a diet replacing a portion of the corn,

The oleochemical industry remains animportant customer
for renderers, but since the census no longer reports on the
consumption of animal fats, it is difficult to give a good
assessment as to its use in this market. Traditionally, the US
oleochemical industry consumed approximately 10 percent
of fat production in the United States.

Intable 2, consumption of rendered products is derived by
taking production minus use of fats in biodiesel minus exports.
It can be seen that fats use in the domestic marketplace rose by
approximately 14 percent in 2012, totaling 2.7 million metric
tons. This is partly due to reduced export demand. For animal
proteins, the US market consumed 3.4 million metric tons of
processed animal proteins in 2012, up slightly from 2011,

The biodiesel market in the United States has become
a major consumer of animal fats. As directed under the
Renewable Fuel Standard (RFS), the renewable fuel obligation
for biodiesel was initially set at 800 million gallons in 2011.
In 2012, the obligated mandate was increased to one billion
gallons, and for 2013, the Environmental Protection Agency set
the mandate at 1.28 billion gallons. Total use of rendered fats
consumed in biodlesel was approximately 714,000 metric tons
in 2012, down about six percent from 2011, and accounting
for approximately 17 percent of the production of rendered
fats last year. While consumption of tallow, white grease, and

Chart 1. US feed production per specie

poultry fat in biodiesel declined dramatically in 2012, the use
of yellow grease increased by 30 percent to around 278,000
metric tons. In addition, ethano! producers began extracting
corn oil from dried distillers grains with solubles (DDGS). It
Is estimated that by the end of 2012, over 80 percent of the
ethanol industry was capable of extracting the corn oil from
DDGS, up from 30 percent of the industry at the beginning
of the year. Hence, use of corn oil for biodiesel production
displaced both animal and vegetable fats in blodiesel with
usage rising from 51,000 metric tons of corn oil in 2010 to
259,000 metric tons in 2012,

Exports of rendered products last year were approximately
1.5 million metric tons, down 23 percent from 2011, As
a whole, US renderers exported about 18 percent of all
production in 2012, down from 24 percent the prior year. This
decline was mainly due to the major reduction in fat exports,
which totaled 894,900 metric tons last year, down 32 percent
from 2011. Fat exports were about 21 percent of production
in 2012 compared to 31 percent in 2011,

The old saying, “the cure for high prices is, high prices” was
partly to blame, Prices in 2011 for fats and oils were at record
highs. In late 2011, the Malaysian Palm Oil Council started to
report extremely high stocks of palm oil and predicted prices
would decfine in 2012. This was the case as low-priced palm oll
flooded the market and put downward pressure on fat prices
in overseas markets. The average spread between palm oil
and soybean oil over the last 10 years is about $77 per metric
ton. In 2012, that spread averaged close to $150 per metric
ton, and was over $277 dollars just this last December. This
dramatic decline put pressure on all US fat prices toward the

Continued on page 15

Pet8 MMT  Horse 6 MMT

5% 4%

Seurce: Alltach 2013 Global Feed Survey.
Note: MMT = millicn metric tons
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Table 4. US export customers by product, 2007-2012 (metric tons)

xE % Change
Produci/Counlry 2007 2008 2009 2010 2011 2012 11/12
Inedible I‘qllow 3 : : -
Meico 463,330 428,148 415550 © 427,556 372,106 271,378 271
Turkey 141,371 112,521 114,218 137,120 90,649 79,495 -12.3
Guatemala .- 40,979 36,143 26,242 43,723 729,584 19,117 -35.4
_Canoda.+ 2 46_ 773. 32,424 28,152 31,662 26,287 12,760 -51.5
Venezuela: - 17,931 - 24,159, 18,847 14,710 . 23,369 18,589 -20.5
TR . 61,950 . | 85, 333 45,150 47,519 . 22,784 . 2,000 -91.2
L 019,798 019,921 _16,96'4_ 22,498 - 21,981 115,000 -31.8
5345709 723,575, -, 23,088 7 32,971, ... 19457 24,597 - 264
7-18,849 <9454 7 13,841 , 15425, ..16213 - 105501 .. -37.9
18,794 ,787 0., 10,998 10,298 . . 8,099. . . 6,699 -17.3
2 4:10,284 _ B8990 L V0,48, - B098 T TA9 T 4B
e 592897 17T 7,4987 31997, 12,547 % 7,540 1,750 .. "-76.8"
. T14,5977 /2390500~ 6,563 (SR802 - 749907 . 4699 373"
,7,048.. 0,894 - 3,980 5479 5088 - - 0. --100.0
B99 - S0 088 1],8R" N 7095 T 41000 0.-.J00.0 "
il 6,798, 7 13,199 ¢ 4899 1 yoo ~ e 11000
1867 600 " 1696'_ ree "652".'_" £ 1,093 ©122~ .88.8
L R AR 400500
-';-_..42520 o : g e R
0 : 0-..}_ 22000 0 LT
) 5000._- G0 T e e
5 o 945,042 305,734 379,251 667802 . 476,856  -28.6
Yellaw grense
EU-27 34,621 68,075 43,023 120,844 217,040 129,446 -40.4
Mexico 86,612 109,903 137,541 161,396 131,746 89,870 -31.8
Venezuela 82,034 109,464 102,879 118,243 91,490 74,589 -18.5
Dominican Republic 46,755 35,650 37,651 39,945 30,460 13,063 -57.1
Canada 13,439 38,536 22,361 15,455 25,767 15,673 -39.2
El Salvador 13,044 10,210 9,973 10,784 11,239 1,406 -87.5
Guctemala 14,305 6,840 12,985 19,023 10,224 7,008 -31.5
Hondures 6,090 1,408 4,640 5,989 7,236 1,643 -77.3
Jamaica 3,454 4,931 6,289 7,845 6,630 2,402 -63.8
Haifi 7,405 6,271 9,873 4,998 5292 4,000 -24.4
China 29,930 31,476 33,937 17,967 4,188 457 -89.1
Korea, South 12,073 18,187 8,049 8,089 2,870 387 -86.5
India 210 406 2,488 26 -99.0
Cosia Rica 5,345 3,620 1,991 2,705 35.9
Norway 39 4,192 1,862 107 -94.3
Total 442,517 549,207 560,289 342,782 -38.8
Edible tallow T A e 3
Mexico
Canada 163.
“Korea, Soutt _. Rl
Trinidad and Tobogo._
Australia™ .- g
- Barbados:. L g ) :
Turkey o . Rk =0
_ Total ! ' 73,398 32,893.“_ 59,962 75,305 25.6 :
Lard |
Mexico 22,762 31,938 36,394 27,483 32,859 nfa
Canada 5,958 2,727 715 4,085 2,005 n/a ;
Trinidad and Tobago 342 569 363 272 218 n/a ;
Arubo 13 92 253 3 150 n/a !
Behamas 65 77 0 12 106 n/o f
Bermuda 3 51 38 35 65 n/a ‘
Total 33,053 37,149 38,215 32,490 35,728 n/a
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Table 4. US export customers by product, 2007-2012 (metric tons), continued

; % Change
Product/Country 2007 2008 2009 2010 2011 2012 11/12
Animal protein meals ;
Indonesia’ 174,695 206,502 283,557 341,536 395,009 231,512 -41.4
Mexico 112,132 107,164 115,715 89,375. .. - 84,102 64,435 -23.4
Chile 9,223 5,280 5,068 14,419 21,746 58,014 166.8
Chine? 22,542 16,487 15,888 48,567 32,497 46,258 423
Canada 27,032 30,693 38,325 44,256 30,618 - 39,094 27.7
Philippines 10,190 5,736 4,456 9,629 4,386 32,837 648.7
Thailand 3,502 6,080 3,646 7,012 11,624 12,884 10.8
Ecuador 1,741 5,861 5,270 3,490 4,255 ‘4,893 15.0
Netherlands 848 787 833 22N 3,502 5,518 57.6
Vietnam 8,254 16,793 2,921 1,303 2,905 2,050 -29.4
Costa Rica 1,391 78 515 . 1,603 1,946 349 -82.1
Belgium 0 19 0 0 1,876 0 -100.0
Dominican Republic 1] 0 3 140 1,773 881 . -50.3
Total 383,524 405,132 477,342 566,771 599,712 538,641 -10.2
Feather meal
indonesia 34,963 56,813 43,749 37,260 36,208 47,153 30.2
Chile 532 4] 0 0 13,697 24,216 76.8
Cenada 3,195 5,383 6,311 9,497 11,632 17,035 46.4
Taiwan 732 1,154 947 1,811 680 1,600 135.3
Vietnam 1,099 5,357 92 660 625 25 -64.8
Mexico 0 M 107 20 70 0 -100.0
Thailand 0 745 0 9 31 18 -41.9
Total 45,804 73,255 53,882 50,139 62,989 90,117 43.1

Source: Global Trade Atlos.

Note: nfa = not available.

'NRA estimafes.

%Exports to China are likely undervalued.

Market Report Continued from page 13

end of 2012. On average, the tallow to soybean oil spread has
been $175 per metric ton over the past 10 years, with last
year's average being right at $175. Yet the ending months of
2012 saw that spread increase. Even though exports suffered
because of the glut of palm oil and reduced demand globally,
the US rendering industry was somewhat buffered from a
total price cellapse because of the protected demand by the
US biodiesel industry.

Outlook

Continued pressure on raw material for the rendering
industry is likely to carry into 2013 and beyond. The USDA/
Economic Research Service predicts US beef production to
decrease by four percent in 2013 and continue «declining
until 2019. Poultry slaughter is forecast to decline about one
percent in 2013 and start growing again the following year,
while pork preduction is forecast to grow by two percent in
2013. Hence, not only will raw material be tight for production,
but the feed industry will likely continue at a very slow rate of
growth as well. The fats and oils market should remain strong
in 2013 as the RFS biodiesel mandate increased to 1.28 billion
gallens. In addition, the growth in corn oil production should
slow as ethanol producers maximize production, providing
added opportunities for animal fats to replace lost energy
from extraction of oil from DDGS in the domestic feed market.
On the international market, palm oil supplies are expected

www.rendermagazine.com

to dwindle and prices should strengthen as added demand
ought to narrow the price spread between soy oil and palm.

International Market Conditions
Protein Meals

Evenas the global economy weakened in 2012, the global
feed industry continued to expand, mainly led by expansion in
developing nations, According to Alltech’s 2013 Global Feed
Survey, global feed production increased from 873 million
metric tons in 2011 to 954 million metric tons in 2012, a 10
percent gain, China is the largest feed market in the world with
production increasing from 175.4 million metric tons in 2011
to 198.3 million metric tons last year, a 13 percent growth.
By regions, Asia is the largest producer of feed in the world
at 357 million metric tons in 2012, up 17 percent over 2011.
Feed production in Europe rose four percent to 208 million
metric tons with North America up two percent to 188 million
metric tons. Latin America grew 10 percent in 2012 to 137
million metric tons while the Middle East/Africa region went
from 47 million metric tons in 2011 to 56 million metric tons
last year, a 20 percent increase. This growth in feed production
continues to fuel demand for rendered products.

NRA targets both the poultry and aquaculture industries
in export markets. The aqua feed market expanded from 29.7
million metric tons in 2011 to 34.4 million metric tons in 2012,
up 16 percent. While this industry is small, it is fast growing and

Continued on page 16
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Market Report Continued from page 15

processed animal protein meals have a competitive advantage
in aqua diets because of their similarities to fish meal.

The largest export market for US animal protein meals in
2012 was Indonesia. Although the largest market, exports to
Indonesia fell 41 percent last year to 231,512 metric tons due
to the closing of the market in April after the United States
reported an atypical case of BSE. As of this writing, Indonesia
remains closed to ruminant meat and bone meal from the
United States.

Mexico is the second largest market for US processed
animal protein exports, which imported 64,435 metric tons in
2012. Mexico has been plagued with avian influenza outbreaks
this past year that has reduced feed demand for the poultry
sector causing exports to decline. Exports of processed animal
protein meals to Chile have exploded in recent years due to
the recovery of the Chilean salmon industry and its demand
for protein meals. Exports grew by approximately 167 percent
in 2012 to nearly 60,000 metric tons.

The seeds for booming exports of US rendered protein
meals to Chile were planted many years ago as the NRA started
to look for opportunities in the Chilean salmon industry early
in 2003. However, in December of that year, the first case of
BSE was found in the United States and the opportunities that
the Chilean market presented were suddeniy shut down as its
sanitary authorities prohibited the importation of all rendered
protein meals, Thanks to the support of the NRA International
Market Development Committee, and USDA’s Animal and
Plant Health Inspection Service and Foreign Agricultural
Service, NRA was successful in obtaining import requirements
for non-ruminant protein meals in 2004. In the beginning,
export volumes were low due to competitive products from
Europe as well as neighboring Argentina and Brazil, but as
the salmon industry recovered from the infectious salmon
anemia virus crisis and fewer products were available from
other countries, exports of US product increased exponentially
and then more than doubled in 2012.

The same story can be told regarding feather meal exports
to Chile, which grew to approximately 25,000 metric tons in
2012, up over 76 percent from 2011, Other growing markets
include China and the Philippines, importing close to 46,000
metric tons and 33,000 metric tons respectively. Exports to
other Asian countries are likely higher than reported due to
different tariff codes being used for processed animal protein
meals. Even with the loss of the largest importer of ruminant
meat and bone meal (Indonesia), exports of processed animal
proteins only declined by 10 percent due to increased demand
from other countries and their growing feed industries.

Fats and Greases

As mentioned earlier, US exports of rendered fats and
greases plummeted in 2012 due to decreased global demand
combined with large stocks of palm oil. Due to the large
glut of palm oll, prices fell nearly $300 per metric ton, a 32
percent drop over the year. In addition, prices of rendered
fats remained relatively high early in the year due to the
demand from the US biodiesel industry, pricing exporters out
of the market for the most part. Mexico remained the largest
importer of US tallow at 271,378 metric tons, down 27 percent
over 2011. Exports of tallow to Turkey were at a 10-year low
at approximately 79,000 metric tons. The one growth market
was Morocco, whose Imports of tallow increased 26 percent to
over 24,000 metric tons for its soap industry. The 27 member
countries of the European Union (EU) remained the largest
import market for used cooking oil in 2012 at 129,446 metric
tons. This product goes soiely to the EU biodiesel industry.
Mexico and Venezuela imported 89,870 metric tons and
74,588 metric tons of yellow grease respectively, both strong
declines over 2011.

Biodiesel and renewable fuel demand remained strong in
2012. The top three global biodiesel producers continued to
utilize animal fats and used cooking oll in their Industries. The
United States used over 700,000 metric tons, the EU took 1.1
million metric tons, and Brazil imported over 400,000 metric
tons of animal fats and used cooking oil for the biodiesel

Table 5. Glabal biodiesel production, 2007-2012 (metric tons)

Country 2007 2008 2009 2010 2011 2012°
EU-27 5,870,000 8,410,000 8,672,000 9,425,000 9,425,000 9,700,000
Argenting 188,000 726,000 1,190,000 1,811,000 2,415,000 2,536,000
Brazil 354,000 146,000 1,407,000 2,088,000 2,339,000 2,363,000
United States 1,040,000 1,618,000 1,260,000 793,000 2,235,000 2,240,000
Indonesia 236,000 - 551,000 289,000 648,000 1,330,000 1,575,000
Thailand 60,000 392,000 534,000 578,000 551,000 753,000
China n/a 298,000 298,000 298,000 397,000 497,000
Colombia 8,000 70,000 289,000 368,000 470,600 477,000
Canada 81,000 88,000 107,000 122,000 138,000 249,000
Philippines 33,000 57,000 114,000 122,000 124,000 130,000
Australia 38,000 47,000 86,000 70,000 70,000 101,000
Paru 10,000 10,000 32,000 32,000 32,000 50,000
Japan 5,000 6,000 7,000 8,000 12,000 18,000
Malaysia 195,000 171,000 194,000 70,000 11,000 13,000
Paraguay 9,000 7,000 5,000 1,000 2,000 4,000

Total 8,126,000 12,596,000 14,484,000 16,431,000 19,554,000 20,703,000

Source: USDA/Foreign Agriculture Service GAIN Reports, US Nallone Biodiesel Board, US Energy Informalion Agency.

Note: e=eslimale; n/a = not available.
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industries and this demand should continue into 2013. In
addition, Singapore is now the second largest global importer
of tallow as a raw material for renewsable fuel. In 2012, one
plantimported 178,000 metric tons of tallow for its operations,
mostly from Australia and New Zealand.

Outlook

As mentioned earlier, the cure for high prices is high
prices, Alternatively, it can be said that the cure for low prices
is low prices. This should be the case with palm oil going into
2013, As stocks begin to drop due to the unsustainable spread
between palm oil and other fats and oils, prices should recover.
Also, a growing feed industry in developing countries coupled
with growing biodiesel and renewable fuel production in
developed countries should invigorate export demand for fats
and oils. In addition, NRA expects China to open the market
to tallow for its soap industry in the next year or two, giving
US exporters access to the largest potential tallow market,

The possibilities for processed animal protein exports
from the United States should be enhanced due to the
recommendation by the World Organization for Animal
Health, or OIE, Scientific Commission to the OIE general
assembly that the United States be categorized as negligible
risk. Although there was much fanfare in the Unlited States
when this was announced, it must be noted that the general
assembly must still vote on this recommendation. However,
a precedent was set In 2012 when Brazil reported an atypical
case of BSE yet stillmaintained its negligible risk status so logic
dictates that the United States should receive negligible risk
status at the OIE meeting in May. Unfortunately, logic does
not always dictate decision-making when it comes to issues
that can be used as sanitary and phytosanitary (SPS) trade
barrlers. As it has been seen, many trade restrictions posed
as SPS concerns are nothing more than trade barriers and
BSE-related measures are no exception. R

Chart 2. Average monthly prices of select oils, fats, and greases, 2010-2012 (per metric ton)
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World Feed Production Up to 959 Million Tons

The world is producing 958 million tons of feed and has
increased its production by at least four percent in the last
year, according to the 2013 Global Feed Survey released by
Alitech. Alltech assessed the compound feed production of
134 countries in December 2012 through information obtained
in partnership with local feed associations and Alltech’s sales
team, who visit more than 26,000 feed mills annually.

Among the 134 countries assessed in the survey, China
was reaffirmed as the chief producer of feed at 191 million
tons and an estimated 10,000 feed mills. Consistent with late
2011 assessments, the United States and Brazil followed with
179 million tons produced by 5,251 feed mills and 66 million
tons produced by 1,237 feed mills, respectively. Overall, a 26
million ton increase was observed in BRIC countries (Brazil,
Russia, India, and China) year to date,

Asia continues to be the world's number one producing
reglon at 350 million tons. However, Africa exceeded Asia in
percent growth over 2011 results, increasing its tonnage nearly
15 percent from 47 million in 2011 to 54 million in 2012.

Globally, the survey identified 26,240 feed mills, with
North America and Europe serving as home to more than half
of them. The Middle East was estimated to have the largest
feed mills, with an average of more than 63,000 tons produced
per mill. Sixty percent of feed produced glabally is pelleted,
with percentages particularly high in Europe,

When analyzed by specles, poultry continues to dominate
with a 43 percent share of the feed market at 411 million tons

growing by about eight percent over 2011 estimates. Sixty
percent of all poultry feed tonnage is dedicated to brollers,
with the rest fed to egg layers, turkeys, duck, and other
fowl. 4

The pig feed sector matched poultry’s eight percent
growth, moving to 218 million tons globally. The ruminant
feed market, comprising dairy, beef, and smail ruminants,
grew more than 13 percent between late 2011 and December
2012, producing 254 million tons.

Aquaculture is the fastest growing species sector by
tonnage with growth greater than 55 percent since 2011,
while pet food represents 20.5 million tons, 40 percent of
which Is produced in the United States, but Brazil continues to
make considerable advances in this sector. Global equine feed
tonnage increased almost 17 percent to 10.8 million tons.

“As we look to the demands of the future, chiefly the

feeding of nine billion people by 2050, these survey results

should stir optimism and resolve within our feed and food
industries,” said Dr, Pearse Lyons, president of Alltech. “Our
global feed industry Is rising to the challenge, and we're seeing
growth across the board. Moreover, we're seeing It In some
particularly key areas - BRIC, Africa, and aquaculture.”
Global feed production has traditionally been difficult
to quantify because many countries lack a national feed
assoclation. For this reason, in late 2011, Alitech began to
leverage its global presence to obtain a finer estimate of the
world’s feed tonnage. R
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